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Ecuador Embarks on Ambitious
Maritime Port Expansion Plan

Ecuador is carrying out a
major maritime port ex-
pansion plan in an effort
to boost shipping capaci-
ty and convert the coun-
try into a regional ship-
ping hub. The govern-
ment signed over $2.1
billion in concession con-
tracts with private com-
panies in 2016 to expand
and modernize the Puer-
to Bolivar and Manta
portts, two of Ecuador’s
four government-

controlled ports, and

commence construction of
Posorja Port, which would
be the country’s first deep-
water maritime shipping
facility. Officials expect
the projects to more than
double Ecuador’s shipping
container traffic capacity
from 1.8 million to almost
4 million standard shipping
containers (also known as
“twenty-foot equivalent
shipping containers,” or
TEUs) annually.

The Puerto Bolivar Port
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project, a $750 million in-
vestment by a Turkish
company, will transform
the port into one of Latin
America’s largest shipping
container terminals, capa-
ble of handling 2.5 million
TEUs per year. The small-
er Manta Port project, a

$177 million investment by

of a Dubai-based company,
will provide Ecuador with a
new, 750,000 TEU deep-
water facility that will be
one of South America’s
first ports capable of re-
ceiving giant, 14,000 TEU
“post-Panamax”

ships. The government is

also soliciting private sector

a Chilean company, will investment to develop the

boost capacity at the port  northern Esmeraldas Port,
to 120,000 TEUs per year
by the end of 2017. Con-

struction of the Posorja

which handles roughly
three percent of Ecuador’s
shipping cargo.

Port, a $1.2 billion project

U.S. Companies in Costa Rica Starting to Go Green

Costa Rica is an interna-
tional leader on climate
change and environmental
conservation. Climate
change is at the top of the
government’s agenda and
the government of Costa
Rica (GOCR) has aligned

its national priorities with

global climate action. The
National Carbon Neutrality
Standard of 2011 defines the
conditions under which busi-
nesses and organizations can
receive a carbon neutral certi-
fication. The Catrbon Neu-
trality Country Program aims
to develop the capacity of



Costa Rica (continued)

national organizations
and private companies,
guarantee consistency and
quality of data included in
emissions inventories,
and provide real, verifia-
ble and reportable infor-
mation for consum-

ers. Since its inception in
2012, over 60 companies
have received certification
from the GOCR under
this program, underscor-
ing the commitment of
both the private sector
and the public sector to-
ward carbon neutrali-

ty. The private sector has
the potential to reduce
COz emissions by around
60,000 tons annually, ac-
cording to the Action
Plan in the National Cli-
mate Change Strategy set
forth by the Ministry of
Environment and Ener-

gy. The carbon neutral

certification plan adds to
Costa Rica’s established
track record of it strong
commitment to enviton-
mental conservation poli-

cles.

In 2015, the public-
private initiative the Alli-
ance for Carbon Neutrali-
ty was introduced by the
GOCR and partners to
encourage businesses to
reduce their carbon foot-
print. This partnership
trains organizations on
energy efficiency, renewa-
ble energy, waste manage-
ment, and fuel substitu-
tion, aiming to build
awareness and interest in
“c-neutral” certifica-

tion. C-neutral certifica-
tion is awarded to compa-
nies that measure and re-
port their inventory of
greenhouse gas emissions

to the GOCR and imple-

ment practices to reduce,
remove, and offset emis-

sions.

As of January 2017, nine
U.S. firms have received
carbon neutrality certifica-
tion from the

GOCR. These firms in-
clude hotels, car rental
firms, and call centers.
Achieving carbon neutral-
ity provides benefits for
the private sector. Com-
panies improve efficiency
and reduce resource con-
sumption, resulting in sav-
ings. They can also bene-
fit from GOCR programs
and incentives, for exam-
ple, the Institute of Tech-
nical Norms of Costa Rica
(INTECO) provides
training, at no cost, on the
World Resources Insti-
tute’s accounting tool and
the Wotld Business Coun-

cil for Sustainable Devel-
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opment (WBCSD)
standards to help busi-
nesses understand,
quantify, and manage
greenhouse gas emis-
sions. Moreover, con-
sumets in Costa Rica
are increasingly interest-
ed in environmental and
sustainable economy
issues, and a green im-
age resonates well in

consumer marketing.

Costa Rican companies
committed to sustaina-
bility are also looking
for suppliers that share
their environmental val-
ues. Some U.S. and lo-
cal companies have in-
stituted programs to
train their suppliers and
generate awareness on
environmental sustaina-
bility, corporate social
responsibility, and re-
sponsible marketing.

Mexican Deregulation Opens Door for New Fuels Retailers

Mexico’s fuel consumption Mexico’s average gasoline

is rising while its refinery
production is decreas-
ing. U.S. companies are
filling much of the gap,
supplying over 50 percent
of Mexico’s gasoline de-

mand. According to the

Energy Ministry (SENER), eighth to fourth place glob- 2016) and that U.S. refiners

consumption was over
820,000 barrels per day
(bpd) and its diesel con-

ally in the past 13 years.

Industry watchers predict

Mexico’s fuel consumption

sumption over 387,000 bpd will continue increasing

in 2016. Growing con-
sumption of all fuel types

has moved Mexico from

(vehicle sales increased 18
percent year over year to a

record 1.12 million units in

will continue to take up
the slack, providing 60
percent of Mexico’s de-
mand by 2020.

The Mexican government
broke Pemex’s monopoly
in April 2016 by allowing
fuel imports by both for-
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eign and domestic private
companies. To date, the
Energy Regulatory Com-
mission (CRE) has grant-
ed permits to over 30
companies, but these
companies have yet to
import any fuel; they say
government-subsidized
fuel prices and limited
storage and distribution
assets make importing
economically infeasible at

present.

The Mexican govern-
ment’s market-based price
liberalization pro-

gram increased prices by
as much as 20 percent
since December 2016
with more increases ex-
pected over 2017. Begin-
ning in February 2017, as
part of the liberalization
program, Centro Nacional
De Control Del Gas Nat-
ural - CENAGAS will
rent capacity to bidders in
“open season” auctions
for infrastructure as-

sets. Foreign and domes-
tic companies can now
own fuel supply and ser-
vice assets, sell imported

fuel under new brands,

invest in infrastructure, and
improve services. The re-
sult should be greater com-
petition and eventually re-
duced prices at the pump

for Mexican consumers.

According to 2012 U.S.
Census Bureau figures, the
United States has around
115,000 retail fuel stations,
or one station for every
3,000 people. Mexico, in
contrast, has just 11,000
retail fuel stations or one
station for every 10,900
people. Consequently,
Mexico’s stations deliver
among the highest average
volumes annually world-
wide, about 5 million liters
per station per year, accord-
ing to a 2015 industry re-
port. In addition, currently
only half of Mexican sta-
tions have convenience
stores, versus around 80
percent in developed mar-
kets. A retail industry re-
port notes Mexican station
profits are generally split
05/35 percent between gas-
oline and other goods ver-
sus a 30/70 percent profit
split in the United

States. New entrants to the

retail market therefore see

opportunities to grow
both the number of sta-
tions and convenience
store sales of food, bever-
ages, phone cards, over-
the-counter drugs, and

other items.

Opening the retail fuel
market to competition not
only forces the Pemex

brand to compete directly

with others, it also allows

Pemex franchisees and
new domestic brand
names to sell non-Pemex
supplied fuel when their
existing contracts are

up. This is an opportunity
for U.S. companies be-
cause many of the stations
are actually owned and

operated by franchisees

which are not consolidat-

ed. Over 5,000 Pemex
branded franchisees oper-
ate only one or two sta-
tions each, and even the
largest franchisees operate
fewer than 300 stations
each. Mexican consumers
are eager for innovation, as

seen in the success of the

loyalty programs, fleet
cards, and fresh food offer-

ings introduced by new
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brands secking to take mar-

ket share from Pemex.

Companies can pursue a
range of options to partici-
pate in the downstream
fuels market in Mexico,
from full ownership and
operation of assets within
key segments of the value
chain (e.g. storage tanks,
delivery trucks), to partner-
ships and joint ventures, to
strong, brand-based sales
agreements. This dynamic
and constantly-evolving
market represents a once-in-
a-generation opportunity to
shape the retail fuel station
and convenience store land-
scape in Mexico, presenting
significant opportunities for
U.S. businesses.
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Argentina Seeking Investment in Mobile Services and Rural

Internet
Decree 1340 (http://

servicios.infoleg.gob.ar/

infoleglnternet/
anexos/270000-
274999/270115/
norma.htm) authorized

Argentina’s telecommuni-
cations regulator,
ENACOM, to convert
some existing spectrum
used for television broad-
casting to wireless broad-
band and mobile services,
and to lay the groundwork
for a national interconnec-
tion framework in the mo-
bile sector. The decree
stated that within six

months, ENACOM will
issue a new tender for bids
on additional mobile spec-
trum. Additionally, tele-
communications compa-
nies will be able to pro-
vide cable-T'V setvices
starting January 1,

2018. Separately, on De-
cember 20, through Reso-
lution 8955 published in
the federal register

(http://

servicios.infoleg.cob.ar/

infolegInternet/
anexos/265000-
269999/269708/
norma.htm), ENACOM

launched a tender for
providing fixed-line inter-
net services to under-
served rural areas, espe-
cially towns of less than
2,500 inhabitants with
poor coverage and villag-
es of less than 500 resi-
dents with no cover-

age. Successful appli-
cants will receive support
from the universal service
fund (USF) to cover up
to 80 percent of the
costs, with 2 maximum
$125,000 for single towns
and $187,500 for projects
covering two towns. A

total $22 million will be
available for the qualify-
ing projects. Applicants
must be licensed to pro-
vide internet services and
the winning bidders must
also provide free access
to state institutions, such
as schools and librar-

ies. The tender was open
for consultation until
February 3, 2017, and
project proposals must be
submitted by March 25.

Brazil: Local Content Requirement Reforms Will Help Open
Brazil's Oil and Gas Market

On February 22, Brazilian
policymakers announced
long-awaited local content
requirement (LCR) re-
forms for Brazil’s signifi-
cant oil and gas sec-

tor. The reforms, which
will lower the percentage
of Brazilian-made goods
and services required for
oil and gas exploration
and production, are in-
tended to decrease sector
costs and ultimately in-
crease Brazil’s overall oil
and gas production. The
Brazilian interagency

group leading the pro-
posal announced that
once reforms are imple-
mented, LCRs for deep-
water oil and gas explora-
tion would fall from 37
percent to a minimum of
18 percent, and LCRs for
deepwater production

would fall from 55 per-

cent to between 25 percent
and 40 percent, depending
on the activity. Onshore
exploration and develop-
ment LCRs, currently 70
percent and 77 percent re-
spectively, would decrease
to 50 percent as

well. While lowering the
percentage of locally-
produced goods and ser-
vices, the new require-
ments will simplify Brazil’s
formerly complex itemized
LCRs into broader LCRs
covering “mactro-

segments” in five new
areas — services, infra-
structure, machines and
equipment, project sys-
tems, and project engi-
neering. Producers will
be charged a 1 percent fee
to fund increased com-
petitiveness for the do-
mestic industry, and fines
for LCR violations will be
reduced. The reforms
must be ratified by the
Energy Policy National
Council (CNPE), which is
expected to take up the
matter in March.
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Tocantins: Northern Brazil’s Emerging Economic Frontier

Founded in 1988 and en-
compassing what had for-
merly been the northern
portion of the state of
Goias, Tocantins is Brazil’s
newest state. With a cut-
rent population of 1.4 mil-
lion and a land mass of
107,190 square miles
(about the size of Colora-
do), Tocantins stands out
for its strategic central lo-
cation and solid economic

progress.

While Tocantins represents
less than 1 percent of
Brazil’s GDP it reaped
great benefits from Brazil’s
recent boom; its economy
grew over 21 percent from
$9.32 billion in 2010 to
$11.3 billion in 2014. De-
spite a projected 5 percent
decline in GDP in 2015 (as
part of Brazil’s overall eco-
nomic contraction), sus-
tained growth over the cu-
mulative past several years
has transformed Tocantins
from one of the poorest
states to the fifth largest
economy among the 16
states in the North and
Northeast. State govern-
ment representatives in
Brasilia remarked that even

in the face of Brazil’s worst

economic recession in dec-
ades, the Government of
Tocantins has implemented
“hard but necessary austeri-
ty measures,” including lim-
iting government expendi-
tures, reducing bureaucracy
from 34 to 18 Secretariats,
and eliminating over 1,400
government positions, al-
lowing the state to achieve a

budget surplus in 2015.

Tocantins’ economic
growth has been largely
driven by its services and
commerce sectors — partic-
ularly its banking and trans-
portation logistics segments
- which represent about 60
percent of the state’s

GDP. The industrial sec-
tor, representing 22 percent
of the state’s GDP, is led by
the construction, metallur-
gical, and food industry seg-
ments. This sector is pri-
marily made up of small
and medium-sized enter-
prises, which constitute
over 97 percent of Tocan-
tins’ industrial compa-

nies. Large corporations,
mostly private and a few
foreign-owned, represent
only 0.4 percent of the in-
dustry. Tocantins has three

major hydroelectric plants

(Lajeado, Peixe/Angical,
and Isamu Ikeda) and 11
small hydroelectric plants
that produce about 1.4 giga-
watts. As a result, the state
produces far more energy
than it consumes, allowing
it to export up to 90 percent
of its power to other

states.

Agriculture and 1 ogistics as the
New Engines of Growth

State officials assert there
are two “‘strategic sectors”’
propelling Tocantins’
growth: agriculture and
transportation logis-

tics. They referred to To-
cantins as “home to Brazil’s
new agricultural fron-

tier.” At 17 percent of
GDP, agriculture stands as
Tocantins’ third largest eco-
nomic sector. Tocantins is
one of the four states that
make up MATOPIBA, a
region that comprises the
high plains “Cerrado” bi-
ome between the states of
Maranhao, Tocantins, Piaui,
and Bahia. The region,
which until a decade ago did
not engage heavily in agri-
cultural activities, has expe-
rienced increasing produc-
tivity in this sector. Grain

production has risen by

more than 180 percent in
terms of acreage and 240
percent in terms of agri-
cultural production in the
last 10 years, according to
Brazil’s Institute for Ge-
ography and Statistics
(IBGE). As a result, To-
cantins is now the largest
producer of grains in
Brazil’s northern re-
gion. As agricultural pro-
duction has grown, so
have Tocantins’ ex-
ports. The state primari-
ly exports soy, meat, and
corn products to key
trade destinations such as
China, the Netherlands,
and Spain. The value of
exports reached $901
million in 2015 — a 468
percent increase over

2005.

The state’s strategic cen-
tral location and state’s
waterway, railroad, high-
way, and dry port sys-
tems allows it to serve as
an important transporta-
tion and logistical hub for
agricultural and other
commercial items. This
has become an engine for
the state’s growth as
goods move from
Brazil’s southern and

central-western regions
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Tocantins Brazil (continued)

to ports in the northern
states of Amazonas, Para,
and Maranhao. However,
state officials recognized
that Tocantins’ continued
development depends par-
ticularly on improving and
expanding existing trans-
portation infrastruc-

ture. They are seeking in-
vestment (particularly from
U.S. companies that can
bring high-tech infrastruc-
ture services) in eight state-
level infrastructure pro-
jects, including several rail-
way and highway exten-
sions, airport moderniza-
tions, and wet and dry port
constructions. In addition,
the GoB’s Investments
Partnership Program
launched in 2016 includes
one railway, one mining,
and one hydroelectric pro-
ject to be constructed in

Tocantins.




Other resources for anyone interested in

overseas business news:

For Caribbean and Latin American Markets, the Department of Com-
merce has many resources to assist U.S. firms including market research, trade

and “Look South” websites:

http://expott.gov/tradeameticas/index.asp

http://expott.gov/tradeamericas/looksouth/index.asp

show calendars, trade delegation calendars, etc. Check out their “Trade Americas”

Buqne QUSA

" Cannect. Grow.

The U.S. Government’s main website to assist U.S. businesses at home and
abroad. URL at http://business.usa.gov/

Unned Srates Department of State

ABIDS

Business Information Database System

The Business Information Database System (BIDS) is a portal built to help
U.S. businesses learn about significant international commercial opportunities.
The site connects U.S. business to detailed information about each project as
well as information to contact U.S. embassies overseas. URL at http://
bids.state.gov/

Direct Line@

For American Business

The Direct Line program provides a unique opportunity for American busi-
nesses, particularly small- and medium-sized enterprises, to engage directly via
webcast with U.S. Ambassadors overseas. The program is open to U.S. compa-
nies — whether they are already in the country where the Ambassador serves or
if they are interested in expanding their businesses there. Webcasts will vary in
topic according to the specific needs for business in a given country. URL at
http:/ /www.state.gov/directline/
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